
only access to long distance service and will likely have to make costly central

office upgrades or utilize scarce switch capacity to accommodate such a

requirement. 24 Such costly upgrades could significantly slow the development of

competition in local telecommunications markets because new, small entrants

would have even higher up-front costs acting as barriers to entry. These added

costs could also place upward pressure on the rates LECs charge their end

users and their access customers.

Interexchange carriers have market-based incentives to cooperate with

customers to ensure that they are satisfied with the service provided. The ability

to disconnect local service is an essential tool for common carriers to control

fraudulent abuses of the public network, by a very small segment of all end

users. It is an option that has been, and will continue to be, utilized only as a

"last resort."

VI. Conclusion

MCI advocates that public policies designed to increase subscribership

should focus on how to create conditions that produce a wide variety of products

and services that today's nonsubscribers will find useful. Increasing the level of

utility will maximize products and services that will attract those presently "off"

24 See attached General Counsel's Inquiry Into Questions Regarding
Disconnection of Local Telephone Service, AT&T's Initial Comments, Public Utility
Commission of Texas, Project 12334, August 15, 1994.
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the public network to the public network, in ways that are impossible to predict

today. Policymakers need to focus on universal service reform and promoting

competition in local telecommunications access markets.

With respect to universal service, the Commission needs to ensure that

new entrants will not be locked out of areas receiving subsidies, and that other

barriers to entry, such as local number portability, will be eliminated.

Competition has proven an effective tool in increasing utility levels of

telecommunications services in the interexchange and CPE markets. There is

no evidence which exists that suggests that it would not be equally effective in

increasing the utility of local telecommunications markets.
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Moreover, before the Commission takes steps that would interfere in the

marketplace (i.e, prohibiting local exchange carriers from disconnecting local

services to customers who fail to pay long distance charges), the Commission

must have evidence that clearly demonstrates why people select not to

subscribe to telephone service. Presently, only speculations have been made.

In the meantime, the Commission should take two steps. First, it should take

action to ensure that existing federal policies (u.,. Lifeline and Link-Up) are

reaching the targeted population. Second, the Commission should utilize its

forum as a "bully-pulpit" to make sure that all people fully understand the

benefits and utility of existing telecommunications services. By so doing, the

Commission could increase subscribership to targeted audiences, without

increasing the cost of providing telecommunications services.

Respectfully submitted,
MCI TELECOMMUNICATIONS CORPORATION

Don Sussman
Regulatory Analyst
1801 Pennsylvania Ave., NW
Washington, D.C. 20006
(202) 887-2779

September 27, 1995
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I have read the foregoing and, to the best of my knowledge, information, and
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verify under penalty of perjury that the foregoing is true and correct. Executed
on September 27, 1995.

Don Sussman
1801 Pennsylvania Avenue, NW
Washington, D.C. 20006
(202) 887-2779
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PROJECT NO. 12334

IN1TW.. RECOMMENDATION ON
DISCONNECTION OF LOCAL
SERVICE

§
§
§

.. ;::.

PUBLIC UTILITY COMMrSSION
. . --- ~~

OF TEXAS- ~-. ~
,- ~

.. -
COMMENTS OF THE TEXAS TELEPHONE ASSOCIAnON -.

The Texas Telephone Association (UTTA") offers the following comments in response to

the Public Utility Commission's ("PUC" or "Commission") Initial Recommendation to Amend

Substantive Rules §23.42, §23.43. §23.46 which was released November 14, 1994.

The ITA is an organization representing 57 local exchange carriers ('UCs") certificated

by the PUC to provide local exchange service in the State of Texas. ITA wishes to thank the

Commission for the opportunity to comment on recommendation.

The rulemaking process is never an e:asy undertaking. All participating panies have spem

collectiVely hundnds of hours on this project. All parties negotiated in good f3ith but were unable to

develop a compromise proposed rule that both the LEes and IXCs could acupt. Once it bea!rne

evident that no compromise of the initial proposal would be rractwt, the LECs developed an

alternative proposal to addra5 what seemed to be the objectives of the initi.aJ proposed ruJemakina

This alternative proposal was also supported by the IXes.

The preamble filed July IS, 1994 with the proposed rule iDdicates that fostering competition

among billina aDd eollectioD agencies aDd the a.1Stomer's ability to retain essential local service eve:a if

tbey are unable to pay for other seMces are how the public interest will be saved by this rule. There

seemed to be no clear focus on what group of customers the proposed role was~ to help or whit

problem the proposed rule was trying to resolve.



It also indicated that there would be no effect on small businesses and no uncompensated

economi, cost to persons who are nquired to comply with the rule. Many ITA members proyided

affidavits detailing cost estimates to implement the role as proposed. The costs and time to implaneDt

the changes were astoundingly signiDcant and would have a definite impaa on the small businesses

providing these billing and collection servi~ as well as their Ol5lomcn. Earlier comments filed by

ITA iDdie:ated that less than two percatt ofthe customers statewide are disconnected for nonpaymem

of' savi'CS. The expenses this rule would require companies to ina1r is DOt outweighed by tbe

perceived and unquantified benefit oftile rule.

The initial recolJJlJleDdGion conrains chaDges from the proposed rule but ranains sisuific:ant!y

ftawed in sevenl respects. The only ,hinge in the cost estimates provided by the I£Cs will be a sIi~

reduction in the anticipated iDa'eue in the bad debt pcrteI1tagc. LEe billing systems must still be

modified to implement the role ifit is adopted. The problems ofmultiple deposits. customer confUsion

(which is not quantifiable), da!a base development and maintenance, global blocking. imer~

billing and collection amngemems, wstomer payment sepantions. partial customer paytDll!lltl. split

-
deposits, paymem tracking, and Q1Stomer sc:rvice sta1ftraiIJing still nmain.

information to the lXCs. niere is DO mention of bow the LEes are to recowr the cost of

implementing these stmc:cs. It seems reasonable that LEes sbou1d be allowed to clw8e for tbe

additional service which will be proWled to the IXes. 'ITA conrinu" to question the ability of tbc

PUC to fonz LECs to proYide a scMce that they do not aeceseriJy waDl to offer.

The LEC altema:tiYe takes a Dna SUp to "deIink" the paymcm ofa regu1ared ser.ice &om DOD

regulated services. It protects a specifi, wstomer class which may Deed help in COlllrDllina their

telepbone usage. The alternarM does not propose exorlmam, wholesale cbanps of a system which

works fine for 98 percent of our Qlstomer base. It goes on to include bberaJized deferred pIymmt
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~ for certain QJStomcn who are experiencing hardships and/or for persons no longer on

the network, in an effort to make I\'aiIable.

Competition will accrue to the billing and collection marieet IS full competition finds its WTJ to

the iDter and intraLATA markets. In the meantime. we urge the Commi.ssion to carefully consider the

impact this rule will bave on the LEes and (Xes of Texas and ultimately the aJStomers. We beUe\'e

the LEe Alternative Plan will gert'C the public interat in a more effect:iw maDDer, and we ask that due

considenUion be given to this proposal.

Respectfully Submitted.,

TEXAS TELEPHONE ASSOCIATION
400 West 15th Street, Suite 1005
Aus:rin, Texas 18701
(512) 472-1183

~~
Tim Raven, CAE
President

November 29, 1994
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+ Sprint SNO liar" Pari"'''J \
"allSas G/I \10 n,J/fJ
Tid~p/lOlw ,V!JI fl_',J-n./_\'
Fax: MJI o_',J·5f:Jti1

Patrick McMallo"
Senior Re?UJaIOf\' Attornev

October 19, 1994

~ .-, .... !
) 't . .,;..;,'t

....' J'

..... '., "

Wr, John M Renfn:7N
Public Utility Cormissioo of Texas
7800 Shoal Creek 80lievard
Austin, iX 78757

Re: Project No. 12334

Dear Wr. Renfrow:

Enclosed fa" filing, please find the original and 13~es of the foIlCMing cfoa.lr.r1ents: a) Affidavit
of Ilare Tayler, Project Leader, ExtemaI Billing at Splint; b) AtIkfIMt of JoITl C. Kefta1, Staff Manager,
Billing Supplier/,6a:a.rds Receivable Marlagern1Ii at AT&T; and c) Affidavit of Baine L Q;txm, Clrecta",
V\estem Regioo, Local Exchange Carrier ailing and CoIledioo at~. These afttdavits support the
infOt IIBtioo provided beaN.

If the Tecas P\JJIic Utility Ccxmissioo fcIlCM8 the New Yak CcmTissiats dedsioo to rroJ8 tNBf
from disari1eCt fa" non-payment of toll d'1arges, as~ in Project No. 12334, the adverse effect 00
the interexd'lange industry in Texas woUd be sigrificant - inaeasing net bad debt expense in a r8'9t
bel\Yeen $31,OOO,(XX) to $44,OOO,(XX) per '18:. A chart SUiilillizing the prcjected i"lJ&Ct 00 the IXC
industry in Tecas using each of the th'ee largest interexd'lange carriers' inaemerdal inaease in net bad
debt expense in New Yak, is as fcllo.w:

11Il:I8IJ'-*I/17CIWfte IIIl:I8IJ'-*I EIIect

~ 1.63% $31,785,000

AT&T 21JOk $42.318,000

SJ;rirt 2.28% $44,48),000

l1lan< you fa" yas assis13IlCe in ttls rrstter.

PEM'rsm
End.



EEFORE THE PUBJC unUTY CONMSSION OF TEXAS

IN TliE PM•• ER OF 16 TAC SEC110N 23.42, )
SUBSTAN11VE RULES CONCERNING REFUSAL )
OF SERVICE, AND 23.43, SUlBTAN11VE RULES )
CONCERNING Cl.ISTOrJER DEPOSITS, AKJ )
23.46, SUBSTAN11VE RULES CONCERNING 1HE )
DfSCONNEC11ON OF LOCAL SERVICE )

AFFIDAVIT OF DIANE TAYLOR

STATE OF MISSOURI )
)

COUNTY OF JACKSON )

PRClECTNO.

12334

I, Diane Taylor, being of lawful age, being first dUly S'Mm, affirm that the following

is true and correct

1. I am E!fT1)Ioyed by Sprint CcmnJnications~ LP. (Sprint). My title

is Project Leader, External Billing. My business address is 903 E 104th St., Kansas City,

WlO 64131. In my E!fT1)Ioyment capacity, I am responsible for serving as a subject matter
expert to projects related to local exchange carrier (LEe) billed revenues and LEe billing

and collection processes. In my E!fT1)Ioyment capacity, I am farriliar Yttflh Sprints billing

and collection practies and experienes in Texas as well as other states throughout the

country.

2. I amfcmliarv.Uh the Texas Public UtilityCcmTission's proposed rufemaking

in Project No. 12334, 'Attich \\QJld prohibit local exchange carriers (LEes) from

disconnecting a aJStcmer's local exchange service for non-payment of n0n-4oca1

exchange servies, such as interexchange services, and irfl)len lent globat blocking in

place ofwhat Sprint refers to as full service denial (FSD), i.e., the denial of local dial tone.
3. I am farT1liar Yttflh the effect that proposals in other slates, simlar to the

proposal in Project No. 12334, have had on Sprints net bad debt. For exaJ11)fe, in the



state of New York, 'Nhere the industry had experienced a change from full service denial

to a non-full service denial status, Sprint's overall uncollectible rate inaeased by 2.28%

4. AssurTing the interexchange industry in Texas experiences a percentage

inaease sirrilar to those in New York, net bad debt for the interexchange industry in the

state of Texas 'M)uld inaease by approximately $44,460,000. The basis of Sprint's

calculations is a letter dated October 13, 1994 from Kim Wiliams at Southv.estem Bell

Telephone~y to Diane Taytor at Sprint shONing $1,299,684,991 of revenue for the

period of January 1 through August 31, 1994. (1,299,684,991 + 8 x 12 = $1.95 billion

annually - $1.95 billion annuaJly x 2.28% increase =$44,460,000.)

Further, affiant sayeth not.

State of Mssouri )

)

County of Jackson )

I hereby certify that on the I q day of October, 1994, before rnt, a notary
public of the State of Mssouri, personally appeared Diane Taylor and made her

affirmation in due form of law that the matters and facts set forth in the Affidavit are true.
As Wtness my hand and notarial seal.

My Cormission expires:

~~kllm
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J0:---_ .

oSouthwestern Ben Telephone

.> :'; ..~ ':'~~ii''\r·~lilOn~'·.. •~ \,~._'I;'.vV •

St. Louis, October 13. Itg4

DIANE TAYLOR (SPRINT):

I apolO1;&1 for the 1nfa~1 '.ttar but wanted to Qu;~k'y p v1d. 10U ~tth the
uncollectibl. 1"'O,..t1o" you rIqU.,tad. Veal' to date (th h Au,ust 1116)
tot.l lIe Jft~ol'.ct1b1., fn T.... are S32.423,121: b11'ed~nul or IXC's wa.
$1,2".614,9'1 so the uncollectible••re runntft9 2.11. 'I year to dati
uncol\IC~bl•• art 121.617,&41. For 1113. total uncol1.ct1 I. in Tl (SMIT ,
IXC coilttnacl) we", S8••3.0,210 and this yar WI In about S .1nion ..ad of'
, ••t y,ar " this t1... !

Hopaful'y these figure. wtl' _nabl. 10U to provid. SOIa 1nf ~t1on to the PUC
reearcttno your expectat10ftl of incre".s if the rull is i"" ..nted. If you
haye que,tionl, I can be r.aehtd It 31&·235.;815.

0d.£-c. ....
tffl~..
swaT
Ar.. Man.,.r-Product Manao...nt
8111tng a Colliction,

CC: Becky Anti'

i
i
I

I
J

I
I
I
I



PROJECT NO. 12334

IN THE MAnER OF
16 TAC SECTION 23.42,
23.43 AND 23.46

§
§
§

PUBLIC UTILITY COMMISSION

OF TEXAS

AFFIDAVIT OF JOHN C. KELTON

STATE OF NEW JERSEY §

COUNTY OF SOMERSET §

I, John C. Kelton, being of lawful age, being first duly swom, affirm that·

the following is true and correct:

1. I am employed by AT&T Corporation. My title is Staff Manager,

Billing Supplier/Accounts Receivable Management (BS/ARM). My business

address is Room A2145, 131 Morristown Road, Basking Ridge, New Jersey

07920. In my employment capacity, I am responsible for tracking and reporting

Net Bad Debt (NBD) performance for AT&T revenues billed and collected by

local exchange companies such as Southwestem Bell Telephone Company and

GTE of the Southwest, Inc. I am also familiar with AT&T and LEC practices and

experiences in other parts of the United States.

2. I am familiar with the Commission's proposed rulemaking in Project

No. 12334 which would prohibit LECs from disconnecting a custome~s local

exchange service for non-payment of non-local exchange services, such as

interexchange services, and implement global blocking in place of what AT&T

refers to as disconnect for non-pay (DNP).

3. I am personally familiar with the impact that the elimination of

denial for non-payment has had on AT&T's NBD performance on states where



denial for non-payment has been eliminated. For example, in the State of New

York, where DNP has been lost, AT&rs overall net bad debt rate increased by

2.17 percent.

4. Assuming the interexchange carrier industry in Texas experienced

a similar percentage increase in net bad debt, given a current industry-wide

interchange revenue base of approximately $1.950 Billion annually. net bad debt

for the interexchange carrier industry would increase by approximately $42.3

Million. Based on my experience, I believe this to be a reasonable

approximation for Texas.

I hereby swear and affirm that the foregoing statements are true and

correct.

Sworn and subscribed before me this /7 day of October, 1994.

otary Public in and for
the State of New Jersey

.-.t.CMUtI_

My -""-':CIP_.-.
commission expires: --!MrllUlm_r_:al*.--~I1.,.
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PROJECT NO. 12334

IN THE MATIER OF
16 TAC SECTION 23.42,
23.43 and 23.46

§
§
§

PUBLIC UTILITY COMMISSION

OF TEXAS

STATE OF COLORADO

COUNTY OF DENVER

AFfIDAYIT OF ELAINE L OSBORN

§

§

I, Elaine L. Osborn, being of lawful age, being fU'St duly sworn, affirm that the
following is true and correct:

1. I am employed by Mel Telecommunications Corporation (MCI). My tide is Regional
Director, LEC Billing and Collections. My business address is 700 17th Street, Suite 4200,
Denver, CO 80202. In my employment capacity, I am responsible for tracking and reporting
Net Bad Debt (NBD) performance for MCI revenues billed and collected by local exchange
carriers (LEC) such as Southwestern Bell Telephone Company and GTE Southw. Inc. I am
also familiar with MCI and LEC practices and experiences in other parts of the United States.

2. I am familiar with the Commission's proposed rule making in Project No. 12334
which would prohibit LECS from disconnecting a customer's local exchange service for
non-payment of non-local exchange services, such as interexcbaDge carrier toll services, and
implement global blocking in place of what MCI refers to as discoDDect for non-pay (DNP).

3. I am personally familiar with the impact that the elimjnation of denial for non
payment bas bad on MCI's NBD performance in states where denial for non-payment bas been
eliminated. For example, in the State of New York, where DNP bas been lost, MCI's overall
net bad debt rate increased by 1.63 percent.

4. Assuming the interexchange carrier industry in Texas experienced a similar perteDtage
increase in net bad debt. given a cmrent industry-wide interexchaDgc I'CVCDUe base of
approximately 51.9~ Billion annually, net bad debt for the interexcbangc carrier industry could
increase by approximately 531.8 Million. Based on my experiCDCC, I believe this to be a
reasonable approximation for Texas.



I hereby swear and affirm that the foregoing statements are true and correct.

__tb day of October, 1994.

"'-~ ~Notary Public~

.s:-1'?-98


